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Honolulu City Council
Committee on Budget

Resulu (ion 19—55 (Formcdv Hill 14 (2019))
Determining the Real Property Tax Rates lhr FN’ 2020

[)ear CIit’.ir Manahan. Vice Chair Pine, Cotsncilmeniher Fornibs. Couneilmesuber I ukunaun. Cousieiliiiemhtu
Mejior. and Councilineinber ‘I sune> oshi

Ike IlawaL Lodginu & Tourism Association—nearly 700 members strong. representing more than 50.000
hotel rooms and nearly 40.000 lodging s oiLers. strongly opposes Resolution I 9—55, n Ilich establishes die
real l)rope1y tax rates to lund the budget of the City and Count ol loiioltilu (hr the Fiscal N’ear beginning
Jul> I. DOIQ.

In riwuhir. the lILl.’\ opposes the proposal to raise the current lintel and resort seal pioperty tax rate by
one dollar from the current St 2.90 per SI .000 ol’assessed alue to S 3))0 per SI .000. ‘l’lw hotel and resort
las rule classiFication is presently the highest class iii 11w City and Count) ollionolulti and is the onl>
business classification being targeted for an increase by the Chv Administration.

‘Eke ieasons (hr our opposition are as follows:

Iligli Property ‘alues: Our ee000ni\ is ponered in large part b a strong visitor indusir>, and year after
>‘ear ne see double digit increases to our industrx s real psi perty ‘ alues. resulting in more lax revenues being
collected. 2019’s numbers state that the industr’ ‘s taxable altiation is at SI 5.09 billion, an increase closer
S2 hUlion from 20(8. ‘TIns increase results in wi extra 525.8 million in collected taxes fiom the hotels in the
Cii>’ and County’ of Honolulu. I t’s e look at the past 5 years the hoteFresori class taxable aluation has
nearly doubled as it nas S8.19 billion in H’ 2015. This lends to an aserage increase oiSl.7 billion annually.
Furthermore. sliea looking at the ten largest real property taxpayers thy amount ot tues levied’) for fiscal
year 2019 six oithe top ten properties are from the hotel and resort class. additionall> hotel onners claim the
top Iwo SOt5. As proposed by’ the Cit> aciministiation. the addit oual tax revenue already produced b
higher pi-opert> al ttes mid an active real estate market is to be further increased by raisine the tax rate for
how Is and resorts. the quest ion renia ins: n In isiV: the increased (ax being collected by higher al uat otis

enouLzh?
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Itconotnie Slondon n: Mun signs liae pointed to an economic slotdon over the past ‘ear as concerns
lia c been cliared h state CC()Ii(ifli kts. go’ eminent leaders, and isitor i iiductr experts. Tb is pci ni t as

amplified Lu a recent report li the I latsail Iouristii Authority that reflected our indtiLn hating the tWiSt
Februar) perlbmunce ot ci the last decade. I his is olconcern as the n ontli of Februar) is 1) pically the
strongest flw hotels and sets a benchmark fbi the remainder oltlie year. Meantthiile our I-ill A hotel—
members alrcad had been experiencing a dotsntorn for a good portion o120 IS because oFthe Kauai
flooding. Kilauca eruption. fl.deraI got ernrnent shutdott n .and prolonged hotel strike, ‘[his is a direct
cont rad elton to the mttvor S statement (and usti heat on for H is proposed increase) that the ‘‘vlsi [or industr
is going gangbusters. extremel) heahih’’ (I/ann/u/n S’un’—.lt/ivi’iiwr. March 2. 201 9 article)

State Legislattire: he Cut and Counts of Ilonoltilti reeeites the largest cut ol’ the counts allocations loin
the transient accumnniodatioris tfl\ at 44.1%. tsliiclt translates to an a’erage of S45.4 pillion atimiuall Ihese
ace hinds that dcii ye from a tax that is stric tI let ted on isitor accommodations, this number ‘s as Further
increased dtiring the 2017 legislatite spec al session tthen a 1% incre;be tsas added to our Iransiemil
Accommodations htx to help fluid llono!ulu’s Rail Project. In addition to our alread high transient
accommodations ta\. each ear legislation is protftred to Further increase taxes imposed on the industrs
‘[his ear the l.egislature isacitaneine a n.eastn’e that stould add the TA] to our hotels ‘‘resort tee,” With
the cost of doing business for our ntimii her one economic dri er constant I tinder fire. it is cost in more and
itiore to (rat ci to and sta iii I last ajj

inditsiri Competitiveness: ‘I lie hospitalits indusin . sclmich competes nation.til) and internationally against
lotser—priced destinations. cannot continue to pass on tax increases to our visitors ss hUe concttrreiitly dealing
st tb the state’s high cost ollivinu. While national comparisons on taxes are numerous. there is no den) ing
that I lasai’i consistentl ratiks among tliejurisdictions ss ith the highest ta\ rates for lodging
aecommuotlations. We are keepil anare ol’oiir position in the isitor market and the cost cia I lassni
sacation. Any lbrees that adverscl atkct our ability to compete. such as ha’ tie to pass along higher taxes.
also impact our appeal usa isitor destination, the usailahilitv ofnione to insest in nets hotel pi’operties or
react ale C\isi lug ones, and em 1110% tiiem tt nh in the hospital in industn 1 iii related [rut ci husi miesses. all oh
schich ia’ -J ripple effect across our entire econoin Small retail and restaurants attached to a lintel or resort

n ill aso he neuatisel impacted b> this additional tas increase

Impact on llawai’i’s orhiorce: ‘[lie cost ol’doing business iii I latsail is alreucb at a point tliere
C(uiipaiiies are has ing a difficult time turning equitable profits The addition of’inerensed tases tsmrld
prochic e an extra burden on our hole is and resorts fore i ni them to en dott ii a path the hat e done a good job
at atoiding: cutting operational costs and ultiniatel ssorklorce. We are auare that the hospitality indtistr> is
the number one pritate sector enlpio)cr ill the slate as ssell as one ol’the highest taxed economic sectors.
Further lecies ssotild result itt less jobs. employment cut backs. antI eurtailnien olineentises. The last timing
‘te tsaii( to see is For our industry to atm to automation as a result ol’ increasingi) high costs ol’doing
business,

Transient Vacation Rentals: [lie state and county cot ernnients continue to struggle ss tIm a coniprehensive
solution to tIme problem oI’cliotisand- of illegal transient acation rentals and their Failure to pat their Ini’
share oltaxes. Ihe Legislature is again considering legislation to allots online booking services to collect
these taxes from tr.ts elers, I,tit o er the ears thie have used the argument that the cotinties need to conic out
hi front of tIme enl’orceirment issue first. Our neighbor islanJ cotinUes hate all addressed the issue oisbort
term rental registration, and as mm cml’ ss hich has e a I so esta hi ished separate meal propert> tax class i lic;ttions For
transient accommodations, We eteotn’age the Cit Council to pass Bill 80 t20 8) and to addrtionally
establi,h separate real propcrt ta cIasiticatioims or lVI{s and l3&13s. I lie Litleollected money cotild
represent millions otadditiotmal dollar’s into tIme City’s coffers.
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Conclusion: The hospitality industry has enjoyed 7 consecutive years of record increases. We must be
mindful, however, that the hotel sector has not benefitted entirely from tins growth as more and more
(ravelers are opting to stay at alternative accommodations. With what we have experienced last year in
manmade and natural disasters, hotel strikes, and the government shutdown we must be cognizant of the fact
that nothing can be taken for granted. In this regard, remaining cost-competitive and not viewing the visitor
industry as a source of endless wealth for government must be foremost ifwe are to maintain our status as a
prime destination for many years to come. Furthermore there are thousands of individuals from every
Council District who are your constituents, who are employed by lodging and hospitality businesses that are
very dependent on their living from the visitor industry to support their families. We ask that you oppose
measures that could threaten their livelihoods and place the number one provider ofjobs in the state in
jeopardy.

Mahalo for the opportunity to offer this testimony.

Neil Hutehinson
Senior Vice President — Association Management Services & Brand Operations
Hilton Grand Vacations
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Honolulu Ciii Council
Commince on Budget

Resolution 19-55 (Formerly Bill 14 (2019))
Determining the Real Property Tax Rates flit I \‘ 2020

lieu Chair Mai ia tail. V ic Clial r P1 tie - Qou ricH me tuber Form h . Cmi lie tiC en her Pu k till aga. Cmi tic ii ‘item her
Menor. and Counci liueriher Tsune oslii

The l-lawai’ I Lodginu & Tourisni Association—nearly 700 members strong. representinc more than 50,000
hotel rooms and nearly 40.000 lodging vorkers. strongly opposes Resolution I 9-55. liicIi establishes the
‘cal pt’operty ax rates to Rind the budget ot’Ow Cit’ and County oh’ I’loitolulu l’or the Fiscal Year beginning
JaR I, 2019,

lii particular. the lILT:\ opposes the proposal to raise the curium hotel and resort real properly tax rate h)
uric dollar iroin the current SI 2.90 per SI .000 of assessed value to SI 3.91) per S .000. The hotel and resort
tax raw classification is presently the highest class in the City and Cmni;s ofFlonoltilu and is the onl
business classification being [articled Fr an increase by the Cit Administration.

The reasons For our opposition are as follows:

I ugh Property ‘alues: Our cono:ii’- is P°’ crud in large part In a stroiiu visitor industry . and year after
ear we see doLihlc digit increases to otir iiiclusirv’s real property aRies. resulting in more tax re’ enues being

collected. 201 9’s numbers state that the industry’s taxable valuation is at SI 5,09 billion, an increase 01 over
52 billion Ibm 201 S. This increase results in an extra 525.6 niillion in collected taxes from the hotels in the
Cit and County of l’Ionolulu. Iftte look at the past 5 ‘ears the hotel/resort class taxable valuation has
nearl\ doubled us it was 58.19 billion in A’ 2015. This lends to an tnerage increase olSI .7 billion annually.
Furthermore, when looking at the ten largest real pi’opertv taxpu> ers (by amount of taxes levied) lbr fiscal
\ear 209 six ol’tlie top teti properties are (loin the hotel and resort class, additionally hotel owners claim the
top two spots. As proposed by the City administration. the additional tax revenue already produced by
higher propert values and an active real estate market is to be hlirther increased by raising the tax rate (br
hotels and resorts, the cuestion reiuain: why isn’t the increased tax being collected In higher altiatio:i
eiiii a gh’

Economic Slon’clon’it: Mari’ signs have pointed to an economic slotdoun o’er the past sear’ as concerns
have been shared by state economists, government leaders, and visitor industr experts. This point s us

K’t \‘acLnion Onters AssociaUott. Inc.. 2005 Kalia ‘I’oucr. mmmlii. III 96815



anipi led b a recent report b the fin ‘\ ai ‘ Tourism A utIiorit that ic lected our iiicluscr> having the s orsi
ebruars per inrinaitee 0’. er the last decade, Iii is is of concern as the month of Februar’ is t> pica liv [lie

sLrolii1eSt br hotels and SCLS a benchmark Fr the remainder olihe \ear. Mean’.’.inle. ULIF I ILl’1\ hotel—
nwnihcrs already had been experiencing a downturn For a aood portion ol’ 201 because of the Kaua’i
flooding, K i lauca erupt ion, fldeni I go’. eminent shutdo’.s n. and pin1 onged hotel srike. ‘I Ii is is a direct
contradiction to the ma oi’ s stalenient (and just i flcat ion for Ii is proposed increase) that the “visitor industry
is going gangbusters. extremely healthy” (Ihujolulu Sgcv’—Acli’criiei’, March 2. 2Q19 article)

State Lcgislatire: ihie (‘it’. and Count) oil boitoltilti recei’.e3 the largest cut ol the ct)tliit) allocations ibm
the transient accoinniodations tax at 44.1%. ‘.‘.Iiich translates to an aserage oiS45,4 million annuaII. ‘Iliese
are kinds that derive From a tax that is strictly levied on isitor accommodations. I las number ‘. as Firtlier
increased during the 2017 hegisiatise special session ‘.slien a 1% inerea,e ‘.‘.as added to our Transient
Accommodations ‘lax to help I’und I lonolulu s Ru ii l’i’oiect. In addition to our a rend high transient
aceoiiimodai ions tax - each ear legislation is pioffered to further increase taxes i nposcd tin the industr
ihis ‘ear the Legislature i ad’. ancinc a measure that ‘.ottld add the ‘TA] to our hotels’ ‘‘resort lee” \Vitli
the cost of doing business for our number one economic dmi’.cr eonstantl tinder lire. it is costing niore and
inure to tras el to and sw’. in I assail,

lndttstrv Coinpetitivetiess: ‘I he hospitality industr . sshieh competes nationally and internationahls against
lo’.’. er—priced destinations, cannot continue to pass on tax increases to our isitors w hi Ic concurre nily’ den I ing
sstn the state’s high eot of Ii’. ing. While national coniparisons oil taxes are numerous, there is no denyinu
Wit I la’.sai’i consistently ranks among thejurisdietions su itli the highest lax rates or lodging
acconiniodations, We are keenl aware of otir position in the visitor market and the cost ol’a I la’.’.ai’i
sLcation. Amiy forces that adserselv aIled out’ ability to cotimpete, such as having to pass along higher axes.
also iIflIfltLL our alNetl usa visitor desiination. the asailahility ot money to inse,t in net’. hotel properties or
reno’. ate existing ones. and cmploment tsitlimmi the hospitalit industry and elated travel businesses, all ol

heli has a ripple e lied across our entire economy. Small retail and restaurants attached to a hotel in resort
‘.‘.ill also be neuati’.ely impacted h this additional tax increase.

Impact on hawaii’s Vorkforce: I lie cost ofdoing business in I hawaii is already at a point ‘.‘.hiere
companies ate ha’. ing a dilfietilL Lime turning equitable prohits. ihe addition of increased taxes would
produce an extra burden on our hotels and resorts fore itig them to go dow n ii NU they ha’. e clone a good oh
at asoidinu; culling operational costs and tmlti,naiely worklbree. \k care assure that the hospitality iiidtistm’. is
the ii timber one private sector emplo er in the state as v. elI as one o Ft lie Ii ighest taxed ecotioni ic sectors.
litrtliet’ levies would result iii less jobs. emplonietit cut hacks, and curtailment ofincentives. Ihie last thing
ste u ant to see is for out r industrs to turn to autontation as a result of’ i tic teasingly high costs of’ doing
buici tiess,

‘I’ransicnt ;ieatioii Rentals: [‘lie state and cottnl go’. erilnieitts continue to strttugle ‘.‘. ith a ctumnpreliensis e
solution to (lie problem ol’thiousands of illegal transient vacation rentals and their thilLire to pus their Fir
share of taxes. ‘The Legislature is again considering legislation to allow online booking services to collect
these taxes l’rotr. travelers, but os er the sears thes has e used the argument that the counties iced 10 conic out
in front (Jr the en Ibreenient issue lirsi - Uur tie ighhor island coLmnt ies ha’. e I addressed the issue ot short
term rental registration, and isso of’.’. Inch hate also established sciiarate real propert tax chissilications For
transient aeeomnniodat inns. We e ncour’aue the Cits Council to ‘ass [Jill S9 I 2(31 8) a id to additionally
establish separate real property tax classilications (hr I VRs and B&Bs. ‘I lie uncollected motley could
represent niiihioiis ofacldmtional dollars into the City’s eoflCrs,

Conclusion: I lie hospitahit indutr hi.ts enjosed 7 eonseeutise years of record increases. We mttst he
n mlii I, hot’. es er. that the hiote I sector has not hene fitted entitel’. from this grow Ui as more and more
tratchem’s are optinu to stas at ulternatite accommodations. With ‘.that ‘.‘.e have experienced last year in

Sb \‘auion Onmici’, A%staIL’n. at .2005 K.rlu lo”e’., Jtu!wlaIl;. Il



manmade and natural disasters, hotel strikes, and the government shutdown we must be cognizant of the fact
that nothing can be taken for granted. In this regard, remaining cost-competitive and not viewing the visitor
industry as a source of endless wealth for government must be foremost ifwe are to maintain our status as a
prime destination for many years to come. Furthermore there are thousands of individuals from every
Council District who are your constituents, who are employed by lodging and hospitality businesses that are
very dependent on their living from the visitor industry to support their families. We ask that you oppose
measures that could threaten their livelihoods and place thc number one provider ofjobs in the state in
jeopardy.

Mahalo for the opportunity to offer this testimony.

41-Pø—
Neil 1-lutchinson
Senior Vice President — Association Management Services & Brand Operations
Hilton OTand Vacations

KT Vucution Owners Association. Inc., 2005 Kalia Tower, Honolulu, MI 96815
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Honolulu City Council
Committee on Budget

Resolution 19-55 (Formerly 11111 14(2019))
Determining the Real Property Tax Rates br FY 2020

Di Chair Manalian. Vice Chair Pine. Cotiiiciliueinhcr Fornib>. (‘ouiicilmember Pukuiiagu. Couiiciliiieinber
\ Ienoi. a ad Council member Isujies osh i

The I Iaai’i Lodgini & Tourism Association—nearlv 700 members strong. represenune more than 50.000
hotel rooms and nearly 40.000 lodLing sorkers. strongly opposes Resolution 19—55. which establishes the
real property tax rates to fund the budget ol’ihe City and Cotmnt; or Ilonolulu br the Fiscal Year beginning
Aol; 1.2019

In particular. the Ill_TA OO5C5 tile proprmal to raise the current hotel and resort real property tax rate Ii;
one dollar li-om the cuirein SI 2.90 per SI .000 ob’assessed aloe to SI] .00 per S 1 .000, The how I and resort
tn\ rate classilicatiomi is piesently the highest class in the City and County ot Flonoitilti and is the only
business elassitication being tari’e ted ar an increase by the City Adiiiiiiistraiiun.

l’lie reasons ‘or our oposition are as hollows:

II igh Property Values: Our econonn k poxvei’ed in large part In t sim’ong visitor industry, and sear alter
year we see double digit increases to our industry’s real property values. resulting in more Lax revenues being
collected. 201 9’s numbers state that the industn ‘s taxable valuation is at $15.09 billion. LW increase otover
$2 billion from 201 8. This increase results in an extra 525.8 million in collected taxes limu the hotels in the
Cii; and Count> ci’ I lonolulu. lfwe look at the past 5 seal’s the hotel resort class taxable aluation has
nearl; doubled as it was $8.19 billion in IV 2015. This lends to an a’,eratze increase ob’S 1.7 billion annuall;
Purthermore. w hen book ag at the ten hugest real properts taxpa; ers by amount ol’ taxes levied) for fiscal
sear 2019 ix oh the top ten properties are l’roni the hotel and resort class. additionall; hotel owners claim the
top two spots. As proposed by the Cit; admmisu’ation. the additiona tax reenue alread; produced by
higher propens alues and an act i e rca I estate market is to he blirther i icreased by ra sine the tax ate bbr
hotels and resorts. the question i’eni.nns: why isn’t the increased tax being collected bs’ uglier aluations
e rico

0! \‘acacioii Owner, Assci.mton. Inc., 2023 Kahia Road. I honolulu, Ill QOS 15



Econotijic Slowdown: Many signs ha e pDinted to an economic slo do\\ ii rn er the past year as concerns
lia;e been shared by state economists. government leaders, and visitor industry experts. This point \as
arupli lied h> a recent report Li> the llnsvai’ i Tourism Atnhorit> that reflected our indusir> hainu the or’.t
1-ebruari perlbrinance over the last decade. 1 his is ol’conuern as the month ol 1-ebruary is typically the
strongest lbr hotels and sets a benchmark for the reniainder oithe year. ‘. lean; bile. our I ILl A hotel—
members a Ireadv had been experienc illu a do nturn or a cood portion ol’ 20 I S beca use of the Kcttia ‘I
flooding. K ilatien ertiplion. deral cO ernment shutdos ii. and proloiued hotel strike, ibis is a direct
contradict ion to the nia or’s statement (and justification lbr his proposed increase) that the •‘‘. si tor indusirs
is going anubusters. extremely healtin

‘‘ t I loiw/ulu Sn,,’—. 1dl’c,’ri;e,’. \ lure h 2. 21] 19 article)

State Legislature: [he Ciii and Cotmtv of Ilonoltilu recei; es the largest cut of the county allocations from
the transient iccoininodations tax at 44. I’b. ;hich translates to an aterage ri’S45.4 million annuall>. rhL•se
aic funds that derive fioni a t;ix that is strietli le ied on isitor accommodations [his number nas further
increased during the 2017 legihti;e special SCsSIciii nlicn a 1% increase as’tdded to our IransietIt
Acesituniodations lax to help fkiiid I boo Itilu’ s Rail I’rs;ect. lii addition to our ‘ii read> high transient
accommodations lax. each year legislation is prnl’lUred to further increase taxes imposed on the industry.

I his year the legislature is iils:tncing ii measure that snuld add the TAT to our hotels ‘‘resort ke.’’ \ iili
the cost of doing business for our number one economic dri; er constant Iv tinder fire. it is costing more and
more to tra el to and sta> in I lass ni’ i.

111(1 tist ri Contpel it i’ en ess: The hospita Lit> iiidtistri . ss Ii cli corn petes national lv and international Iv atainst
Ios\er—priced destinations, cannot contiiitie to pass on tax Increases to our visitors sshile conetirrentli dealing
ss itli the state’s liich cost of lising. While i:tticinal comparisons on taxes are numerous, there is no deniing
that I la\\ai’i consistently ranks among the jurisdictions ssitli the highest tax rates Ihr lodgina
acconijiioclaiions. We are keenly aware of our positron in the \ isitor market and the cost ofa I hawaii

acation. An> forces that adsersel> affect (‘LII’ abilit> to compete. such as having to pass along higher taxes.
also impact our appeal as a isitoi’ destination, the a;ulabilit’ ofnioney to insest in ness hotel properties or
renos ate existing ones. and emplo> mciii ss ithin the liospitalit industry-and related tras el businesses, all ol
winch hasa ripple ctkct across our entire economy. S’nitll retail and reslaurants ultaclied to a hotel or resort
ssill also he negati; el> impacted hi this additional tax increase.

ltnjme on llawni’i’s Workforee: Ilie cost oldoing Litisilless in I lawahi is airead> at a point where
conipaniec are Ii;,; mi a dittictilt time turning equitable profits. l’he addition of increased taxes would
produce an extra burden on our hotels and i’esorl s liwcing the in to go doss ii a pat Ii they [ias e (lone a good j oh
at a; oidinu: cutting operational costs and ultimatel> storkiolce, We are aware that the hospitaht> ilicItIsli> is
11w number one pi-i ate sector emplos er in the state as ss eli as one ol the highest taxed econolilic sectors.

further lesies would result in less ohs. eniploimeni cut backs, and ctirtiilnient ofineentises. (he last thing
we want to see is for our industri to turn to automation as a result of increasingl> high costs oi’doitig
business.

Tnt ii sic n t Vu ca ri lilt Rent a Is: I lie state a lid COlt ilty go; em melits coi it In tie to struggle ;s itli a con i pie lie us i e
soliitioii to tue lirofllelii of tlit’iisund, of’ illegal transient acationt rentals ;uid Elicit’ Ibiltlre to pa’ their fair
shai’e ol’tuses. The I egisl:nture is again considering legislation to illo;; online booking set’. ices to collect
these taxes horn trawlers, hilt OSCE the \eni-s the> base used the argilmeilt that the counties iced to Collie out
ill front ot’ the en lbi’c-cnient issiw first. DLI r neighbor island cotintics ha; eal I addressed the issue of short
term rental registt’atioii. and tsst’ ot’which have also established separate real property tax classifications for
transient acci tin in odat ions. \e encourage the Citx Ctitincil to pass Bill 89 (20 I 8) and to add itioll.I I ly
establish separate real properl> tax classifications for lVRs and [3&Bs. The tltleolleeted mone’ could
represent millions of additional dollars into the City’s eol’frrs.

Ct Vacation Owners Assoui,itroii, Ilk 2023 Kalia Road. Honolulu, Ill ‘tUSt 5



Conclusion: The hospitality industry has enjoyed 7 consecutive years of record increases. We must be
mindful, however, that the hotel sector has not benefitted entirely from this growth as more and more
travelers are opting to stay at alternative accommodations. With what we have experienced last year in
manmade and natural disasters, hotel strikes, and the government shutdown we must be cognizant of the fact
that nothing can be taken for granted. In this regard, remaining cost-competitive and not viewing the visitor
industry as a source of endless wealth for government must be foremost ifwe are to maintain our status as a
prime destination for many years to come. Furthernore there are thousands of individuals from every
Council District who are your constituents, who are employed by lodging and hospitality businesses that are
very dependent on their living from the visitor industry to support their families. We ask that you oppose
measures that could threaten their livelihoods and place the number one provider ofjobs in the state in
jeopardy.

Malialo for the opportunity to otTer this testimony.

Neil Hutchinson
Senior Vice President — Association Management Services & Brand Operations
Hilton Grand Vacations

CI Vacation Owners Association. Inc., 2023 Kalia Road. Honolulu, HI 96815
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Honolulu City Council
Committee on Budget

Resolu t ion 19—55 (Fonii erlv 1111114 (2(119))
Determin ny the Real Property lax Rates br FY 2020

Dear Chair \Tac:altan. Vice Chair Pine. Couneilmember Fornib>. Councilmeniber Fukunaga Cotiiicilmenher
\ Ic nor. and Co a tic II nienihcr Ru tie> ash I

I he I lanai Lodging & 1 ourism Associat ionnearly 700 members stronu. representing more than 50,000
hotel rooms and nearly 40.000 lodging workers, strongly opposes Resolution 19—55. nhich establishes the
real properts tax rates to find the bucIL’et aithe City and Count> of Ilonolulu liar the Fiscal Near beginning
JaR 1.2019.

In particular, the l-lI.’l’A opposes the proposal to raise the current hotel and resort real property tax ate by
one dollar from the current $12.90 PCI, SI .000 oI’assessed value to $13.90 per SI .000. The hotel and resort
tax rate classification is presently the highest class in the City and Count> oI’llonolulu and is the only
business classification being targeted liar an increase by the City Administration.

‘l’lie reasons fur our opposition are as follows:

I-ugh I’ropertv Values; Our economy is poered in larue pan b> a strong ‘ isitar ndtstr>. and year Litter
year see double digit acreases to our indusrr> ‘s real propert ahiies. resulting ti inure lax reenues being
collected. 201 9’s numbers slate that the industr> ‘s taxable aluation is at SI 5.09 billion, an increase ot’ over
S2 bill on ‘rum 201 8. This increase results in an extra $25.8 million mi collected taxes Ihun the hotels in the
(It> and Count> ol’HonoluhLm, ll’we look at the past 5 years the hotel!reson class taxable valuation has
nearl> doubled us it as $8.19 billion iii lN’ 2015. I his lends to an aeiage increase otSI .7 billion annually.
Furtherniome, vlmeii looking at the ten largest real propern taxpayers (b> amount oltaxes levied (‘or hiseal
\ear 2019 six ol’the top Len properties are from the hotel and resort class. additionalls hotel tiers claim the
lop t\o spots. As proposed b> the City administration. the additional ta\ re’ emiue already produced Lw
higher property values and an active teal estate market is to he further increased 1w raising the tax rate for
hotels and resorts. the question remains: wIn isn’t the increased tax being colieced by higher aluations
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keottotitic Slowdown: Man> siuns ha e pointed to an economic slo\\ do ri o\ er the past ear as concerns
ha’. c been sliai’ed b> state cenilom ists. go’ ernhlieti I cadet’s and si br industr> experts. Fh is pout ‘. as
amplified h> a recent report by the I Iawai’i’Fourism Authorit> that reflected our industry having the worst
l-ebruary perl’oriiianee o\ a the last decade. ‘Ibis is of’ concern as the month of Fe brua r> is typical lv the
strongest br hotels and sets a benchniark for the remainder ob’the >ear. Meanwhile, our I ILl A hotel—
members alrend> had been experiencing a downturn tbr a good portion o120 IS because oftlte Kaual
flooding. K ilauca ertipi ion. lderal go’. ernnient sIuitdo’. n. and prolonged hotel strike. l’li is is a direct
coiitiadiction to the ma>urs statement (arid justification for his proposed increase) that tire “‘. ishor industrs
is going eaiigbu sters. extreme)> health5 -. (Iii urn/li/n ,S’!Lu’—,-J lieiii scj’, .\ latch 2. 21)1 9 article

Stale Legislature: ‘I he Cit’. and Count> oil lonolultu recei\es the largest cut of the cotlntv allocations toni
the transient nccomtnodations tax at 44.1%. which translates to an a’erage oi’S45.4 million un,itiall’. Iliese
are iii rids that derive from a Lax that is strict I> levied on visitor accommodations. Iii is number as further
increased during tire 2017 Iegislati’.e special session ‘.iien a 1% increase was added to our Transient
Accommodations lax to help fund I lotiolulits Rail l’roiect. In addition to our already high transient
accom iroda Lions tax, each ear legislation is woiI’ered to Furl her increase (a \es imposed on the industr> -

[his ‘.ear tIre Legislature isadauicinu a nlea%lIre that would add the IA I to our hotels “resort flc’ \\ ith
the cost ol’ doing bttsiness Fr otii’ number one economic dri’. er constantly tinder tire, it is costing niore and
more to tra’el to and sta> in I Iuwai’i.

Indusin flunipeiitnt’ness: The Iltlspitalit> industry. which competes ntttronally and intei’nationall> against
lower—priced destinations, cannot continue to pass on tax increases to our visitors white concurrently dealing
with the suites high cost ol’li’. ing, \\hiile national coniparisons oil taxes are numerous, there is no denying
that [Iawai’i cotisistenti> tanks aniotig the jurisdictions with the highest tax rates fUr lodging
aecoiitmiiodations. We arc keenly aware oF our position in the visitor market and the cost ola I lawail
vacation. An> forces that :tcherset> ateet our abilit> lo compele. such as ha’. ne to pass ajong higher taxes.
also impact our appeal a a isitor desthiation. the availability ot’rnc’ney to invest in new hotel properties or
reno’.ate existing ones. and emplo> merit w thin the hospitalit> imidttstrv and rclaied trivet businesses, all ol’
w luch hinsar ipple ctThct across ottr entire econom> - Small retail and restatmrants attached to a hotel or re\oIt
will also be riegati’. ci’. impacted b’. this addition;il tax increase.

irtipact on I lawai’i’s Vorkioree: [lie cost oldoing business itt I la’.sai’i is airead> at a point w lict’e
companies are Iiaviuin a diflicult time turning equitable profits. ‘lire addition of’inereased taxes ‘.sotild
prodttce all e stra bttrdetu Oil OLII’ liote Is and resorts Uam’c ill tL them to go do’.’. ii a pat Ii the> have done a good job
at avoiding: cutting operational costs and ultimatel’.’ worktorce, \Ve arc aware that the hospitality ndtrsir> i-
the ii urtiiber one pd ale sector emplo> er in tile state as ‘.s eli as one of the highest taNed economic sectors,
tiirther levies would result in less_jobs. emplo> merit cut hacks. and ctir’tailmetit oHncentives. 1 he fast thing
‘.‘.e ‘.‘.atll to see is Ibi’ our uidtrstr> to turn to aittoniation us a result of’ increasingly high costs of’doing
business,

Ir;tuusicttt “acation Rentals: I lie state and count>’ govei’nhiletlts continue to struggle ‘.‘. itli a cotirprehensi’.e
solution to the problem oI’thotisatids ofitleual transient vacation tetruats and their liii lure to pay their ihir
share oftaxes. Che Iegislaittr’e is again considerimlg legislation to allow online booking services to collect
these taxes From travelers. but o’.er tire >ears tlle\ lra’.e used the argulnierit that the cottnties need to conic oitt
in front of the erilbr’cetiienr isstie first. Our tieighhor island counties lia’.e all addressed the issue ot’shr’rt
term rental t’egistratiori. airti two ofwhiich lia’.c also established separate real propers tax classihcations fl;r
transient accommodatiohi5. We encourage the Cit> Coitticif to pa’n Bill 8Q2O S) and to additionafl>
establish sepamate real propert> ta.x classiiicatmons thr I VRs arid 13&Bs. l’lre ttncolfected monc> could
IL-present millions ol’additiotial dollars into the City’s cul’Urs.

t_1\\ \‘ac.nIi&m Owners Assrxi,iIion, trw,. 1St t Ah;t \tc’au,i tlkd., klntioittiui, lit %8t5



Conclusion: The hospitality industry has enjoyed 7 consecutive years of record increases. We must be
mindful, however, that the hotel sector has not benefitted entirely from this growth as more and more
travelers are opting to stay at alternative accommodations. ‘With what we have experienced last year in
manmade and natural disasters, hotel strikes, and the government shutdown we must be cognizant of the fact
that nothing can be taken for granted. In this regard, remaining cost-competitive and not viewing the visitor
industry as a source of endless wealth for government must be foremost if we are to maintain our status as a
prime destination for many years to come. Furthermore there are thousands of individuals from every
Council District who are your constituents, who are employed by lodging and hospitality businessesthat are
very dependent on their living from the visitor industry to support their families. We ask that you oppose
measures that could threaten their livelihoods and place the number one provider ofjobs in the slate in
jeopardy.

Mahalo for the opportunity to offer this testimony.

Neil Hutchinson
Senior “ice President — Association Management Services & Brand Operations
Hilton Grand Vacations

GW Vacation Owners Association, Inc., 1811 Ala Moana Blvd., Honolulu, I-Il 96815



BW
VACATION OWNERS ASSOCIATION. INC.

Testimony of

Patti Di, i/ion
Director

8W Vacation Owners Association, Inc.

Honolulu City Council
Committee on Budget

Resolution 19-55 (Formerly Bill 14 (2019))
Determining the Real Property Tax Rates for FY 2020

Dear Chair Manahan, Vice Chair Pine, Councilmember Formby, Counci [member FukLlnaga. Councilmember
Menor, and Councilmember Tsuneyoshi:

The 8W VOA. Inc consists of over 8,000 owners who all support l-lawaii and have taken the commitment to
purchase into a great destination but strongly opposes Resolution 19-55. which establishes the real property
tax rates to fund the budget of the City and County of Honolulu for the Fiscal Year beginning July 1, 2019.

The reasons for our opposition are as follows:
- High Property Values: Over the past 3 years running, the valuation of our resort has increase over 10%
each year. This in addition to the proposed increased rate would be a double hit for what we were already
paying more than our fair share. Waikiki has additional burden of a special tax paid to upkeep the city to and
keep it clean and presentable for visitors, We have lost ground by 2% on the number of units sold with units
being traded in to purchase other destinations since last year. This is not normal for Hawaii and indicates we
arc not as desirable as we thought we would be going into the future.
- Industry Competitiveness: Timeshares are very similar to hotels from the outside. The support services
are the same with full time administrative staff, room cleaners, maintenance and contracted business.
Contracts with laundry services, elevator maintenance, security providers are all supported by the local
workforce we use. ADA compliance, fire safety, OSl-IA and our internal brand audits all keep us safe and
competitive. We are held directly accountable for compliance. Our resort is transparent in operations and
supports local events and community organizations while many, if not most, the vacation rentals explained
below.
- Transient Vacation Rentals: The state and county governments continue to struggle with a
comprehensive solution to the problem of thousands of illegal transient vacation rentals and their failure to
pay their fair share of taxes. The Legislature is again considering legislation to allow online booking
services to collect these taxes from travelers, but over the years they have used the argument that the counties
need to come out in front of the enforcement issue first. Neighbor island counties have all addressed the
issue of short term rental registration, and two of which have also established separate real property tax
classifications for transient accommodations. We encourage the City Council to pass Bill 89(2018) and to
additionally establish separate real property tax classifications for TVRs and B&Bs. The uncollected money
could represent millions of additional dollars into the City’s coffers.

Mahalo for the opportunity to offer this testimony.

Paul Dhillon
Director, BW Vacation Owners Association

8W Vacation Owners Association, Inc., 2181 Kala Kaua Avenue, Honolulu, HI 96815
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April 16, 2019

Honolulu City Council —Committee on Budget
530 So. King Street, #202

Honolulu, Hawaii 96813

Testimony from Shantel Burns, F&B Manager of Embassy Suites by Hilton Waikiki Beach Walk

Re: Resolution 19-55 [Formerly Bill 14(2019)] — Determining the Real Property Tax Rates for FY 2020

Aloha Honorable Chair Manahan, Vice Chair Pine, Councilmember Formby, Councilmember Fukunaga,
Councilmember Menor and Councilmember Tsuneyoshi:

Embassy Suites by Hilton Waikiki Beach Walk, Owned by American Assets Trust, Managed by Outrigger
Hospitality Group, has headquarters in Hawaii for more than 70 years, nearly 1,800 employees in Hawaii
and six owned/managed properties in Waikiki — we are extending our written testimony in strong
opposition of Resolution 19-55, which establishes the real property tax rates to fund City and County of
Honolulu budget for the Fiscal Year beginning July 1, 2019.

Embassy Suites by Hilton Waikiki Beach Walk and Outrigger Hospitality Group strongly opposes the
proposal to raise the current hotel and resort real property tax rate by one dollar from the current
$12.90 per Si,000 of assessed value to $13.90 per $1,000 of assessed value. The hotel and resort tax
rate classification is presently the highest class in the City and County of Honolulu and is the only
business classification being targeted for an increase by the City Administration.

Statistics illustrating specific impacts to Outrigger (including Embassy Suites Waikiki) are outlined below:

1. For the Waikiki properties that Outrigger owns/manages — FY 2019/2020 tax assessments have
increased by more than 14% over last year — with one of our properties increasing nearly 25%.
Even without the proposed Real Property Tax (RPT) rate increase, Outrigger’s RPT expense is
increasing by approximately $1.4M. For Embassy Suites alone is increasing by 367k,

2. The current FY 2019/2020 tax assessment increase is on top of 19% from last year’s fiscal
assessments resulting in a nearly 36% increase in assessed value over a two-year period.

3. The proposed RPT rate increase for hotel and resort properties from $12.90/$1,000 in value to
$13.90/$1,000 in value or $1.00 more per $1,000 in value may not seem like a large amount—
but it represents a nearly 8% increase. If this is added to Outrigger’s tax assessed value increase

201 Beachwalk Street I Honolulu, HI 96815

808-921-2345 I embassysuites.com
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of 14% for the coming fiscal year, Outrigger’s total RPT expense would increase by more than
23% in just one year. Embassy Suites Waikiki is even higher by 28%.

4. In addition to Outrigger’s $1.4M current RPT expense, the atpposed RPT rate increase would
cost Outrigger an additional SliM in RPT next year. Embassy’s portion will bean additional
179k.

S. Looking back at F’? 2014/2015, the RPT was approximately S7.6M for Outrigger’s Waikiki
properties and five years later, the RPT is projected to be $12.6M in F’? 2019/2020. This does not
even include the proposed RPT rate increase. The $12.6M represents an increase of nearly 55M
or 67% over this period and translates into a RPT compound annual growth rate (CAGR) of 13%
over this five-year period. Embassy Suites is 1M or 79% over this period.

6. To put this in perspective —top-line revenue from 2015 through 2019 forecast, shows that
Outrigger’s Waikiki properties total hotel revenue only increased by a CAGR of less than 4%.

The proposed additional tax increase would deliver a new burden not only to Outrigger, but the
hospitality industry as a whole — which already faces a number of internal and external challenges,
ircluding, but not limited to: worldwide industry competition, natural disasters from flooding to volcano
eruptions, union strikes and an anticipated economic slowdown approaching.

The City and County of Honolulu already receives the largest cut of the county allocations from the
Transient Accommodations Tax (TAT) at 44%, which translates to an average of $45.4 million annually.
During the 2017 legislative special session — a 1% increase was added to the TAT to help fund Honolulu’s
Rail Project. These funds, derived from a tax strictly on visitor accommodations, cut into visitor dollars
they can otherwise spend at local restaurants arid retail, further fueling the industry.

While the number of visitors to Hawaii has been steadily increasing, the hotel sector has not been the
sole benefactor, as more and more travelers opt to stay in alternative accommodations. There are
thousands of illegal Transient Vacation Rentals (TVR) in Hawaii that fail to pay their fair share of taxes.
We encourage the City Council to pass Bill 89 (2018) and additionally to establish separate real property
tax classifications for TVRs and Bed and Breakfasts, This would not only level the playing field for
accommodations — but represent millions of additional dollars for the city.

201 Beachwalk Street I HonoluLu, HI 96815
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In conclusion — sustaining tourism sustains our economy. If the proposed tax hike was approved, it will
negatively affect Hawaii’s hospitality industry, our valued visitors and our kama’aina workforce. With
the cost of doing business here already at a premium, additional fees would result in reduced jobs,
employment cutback and curtailment of incentives.

As a company with deep Hawaii roots, Outrigger is proud to be a contributor to the enhancement of our
community and play a key role in the visitor industry — the state’s number-one economic driver.

Mahalo nui ba for the opportunity to offer this testimony on behalf of Outrigger Hospitality Group.

201 Beachwalk Street I HonoLuLu, HI 96815
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April 16, 2019

Honolulu City Council —Committee on Budget
530 So. King Street, t4202
Honolulu, Hawaii 96813

Testimony from Carol Lopes, Executive Housekeeper of Embassy Suites by Hilton Waikiki Beach Walk

Re: Resolution 19-55 [Formerly Bill 14(2019)] — Determining the Real Property Tax Rates for FY 2020

Aloha Honorable Chair Manahan, Vice Chair Pine, Councilmember Forrnby, Councilmember Fukunaga,
Councilmember Menor and Councilmember Tsuneyoshi:

Embassy Suites by Hilton Waikiki Beach Walk) Owned by American Assets Trust, Managed by Outrigger
Hospitality Group, has headquarters in Hawaii for more than 70 years, nearly 1,800 employees in Hawaii
and six owned/managed properties in Waikiki — we are extending our written testimony in strong
opposition of Resolution 19-55, which establishes the real property tax rates to fund City and County of
Honolulu budget for the Fiscal Year beginning July 1,2019.

Embassy Suites by Hilton Waikiki Beach Walk and Outrigger Hospitality Group strongly opposes the
proposal to raise the current hotel and resort real property tax rate by one dollar from the current
$12.90 per $1,000 of assessed value to $13.90 per $1,000 of assessed value. The hotel and resort tax
rate classification is presently the highest class in the City and County of Honolulu and is the only
business classification being targeted for an increase by the City Administration.

Statistics illustrating specific impacts to Outrigger (including Embassy Suites Waikiki) are outlined below:

1. For the Waikiki properties that Outrigger owns/manages — FY 2019/2020 tax assessments have
increased by more than 14% over last year — with one of our properties increasing nearly 25%.
Eyen without the proposed Real Property Tax (RPT) rate increase, Outrigger’s RPT expense is
increasing by approximately $1.4M. For Embassy Suites alone is increasing by 367k.

2. The current FY 2019/2020 tax assessment increase is on top of 19% from last year’s fiscal
assessments resulting in a nearly 36% increase in assessed value over a two-year period.

3. The proposed RPT rate increase for hotel and resort properties from $12.90/$1,000 in yalue to
$13.90/$1,000 in yalue or $1.00 more per $1,000 in value may not seem like a large amount —

but it represents a nearly 8% increase. If this is added to Outrigger’s tax assessed value increase

201 Beachwalk Street I Honolulu, HI 96815
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of 14% for the coming fiscal year, Outrigger’s total RPT expense would increase by more than
23% in just one year. Embassy Suites Waikiki is even higher by 2S%.

4. In addition to Outrigger’s $1.4M current RPT expense, the proposed RPT rate increase would
cost Outrigger an additional SliM in RPT next year. Embassy’s portion will be an additional
179k.

5. Looking back at FY 2014/2015, the RPT was approximately $7.6M for Outrigger’s Waikiki
properties and five years later, the RPT is projected to be $12.6M in FY 2019/2020. This does not
even include the proposed RPT rate increase, The $12.6M represents an increase of nearly $SM
or 67% over this period and translates into a RPT compound annual growth rate (CAGR) of 13%
over this five-year period. Embassy Suites is 1M or 79% over this period.

6. To put this in perspective — top-line revenue from 2015 through 2019 forecast, shows that
Outrigger’s Waikiki properties total hotel revenue only increased by a CAGR of less than 4%.

The proposed additional tax increase would deliver a new burden not only to Outrigger, but the
hospitality industry as a whole — which already faces a number of internal and external challenges,
including, but not limited to: worldwide industry competition, natural disasters from flooding to volcano
eruptions, union strikes and an anticipated economic slowdown approaching.

The City and County of Honolulu already receives the largest cut of the county allocations from the
Transient Accommodations Tax (TAT) at 44%, which translates to an average of $45.4 million annually.
During the 2017 legislative special session — a 1% increase was added to the TAT to help fund Honolulu’s
Rail Project. These funds, derived from a tax strictly on visitor accommodations, cut into visitor dollars
they can otherwise spend at local restaurants and retail, further fueling the industry.

While the number of visitors to Hawaii has been steadily increasing, the hotel sector has not been the
sole benefactor, as more and more travelers opt to stay in alternative accommodations. There are
thousands of illegal Transient Vacation Rentals (TVR) in Hawaii that fail to pay their fair share of taxes.
We encourage the City Council to pass Bill 89 (2018) and additionally to establish separate real property
tax classifications for TVRs and Bed and Breakfasts. This would not only level the playing field for
accommodations — but represent miliions of additional dollars for the city.

201 Beachwa(k Street I Honolulu, HI 96815
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In conclusion — sustaining tourism sustains our economy. if the proposed tax hike was approved, it will
negatively affect Hawaii’s hospitality industry, our valued visitors and our karn&aina workforce. With
the cost of doing business here already at a premium, additional fees would result in reduced jobs,
employment cutback and curtailment of incentives.

As a company with deep Hawaii roots, Outrigger is proud to be a contributor to the enhancement of our
community and play a key role in the visitor industry — the state’s number-one economic driver.

Mahalo nui ba for the opportunity to offer this testimony on behalf of Outrigger Hospitality Group.

201 Beachwatk Street I Honotulu, HI 96815
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April 16, 2019

Honolulu City Council — Committee on Budget
530 So. King Street, #202

Honolulu, Hawaii 96813

Testimony from Simeon Miranda, General Manager of Embassy Suites by Hilton Waikiki Beach Walk

Re: Resolution 19-55 [Formerly Bill 14 (2019)]— Determining the Real Property Tax Rates for FY 2020

Aloha Honorable Chair Manahan, Vice Chair Pine, Councilmember Formby, Councilmember Fukunaga,
Councilmember Menor and Councilmember Tsuneyoshi:

Embassy Suites by Hilton Waikiki Beach Walk, Owned by American Assets Trust, Managed by Outrigger
Hospitality Group, has headquarters in Hawaii for more than 70 years, nearly 1,800 employees in Hawaii
and six owned/managed properties in Waikiki — we are extending our written testimony in strong
opposition of Resolution 19-55, which establishes the real property tax rates to fund City and County of
Honolulu budget for the Fiscal Year beginning July 1, 2019.

Embassy Suites by Hilton Waikiki Beach Walk and Outrigger Hospitality Group strongly opposes the
proposal to raise the current hotel and resort real property tax rate by one dollar from the current
512.90 per $1,000 of assessed value to $13.90 per $1,000 of assessed value. The hotel and resort tax
rate classification is presently the highest class in the City and County of Honolulu and is the only
business classification being targeted for an increase by the City Administration.

Statistics illustrating specific impacts to Outrigger (including Embassy Suites Waikiki) are outlined below:

1. For the Waikiki properties that Outrigger owns/manages — FY 2019/2020 tax assessments have
increased by more than 14% over last year — with one of our properties increasing nearly 25%.
Even without the proposed Real Property Tax (RPT) rate increase, Outrigger’s RPT expense is
increasing by approximately $1.4M. For Embassy Suites alone is increasing by 367k.

2, Tie current FY 2019/2020 tax assessment increase is on top of 19% from last year’s fiscal
assessments resulting in a nearly 36% increase in assessed value over a two-year period.

3. The proposed RPT rate increase for hotel and resort properties from $12,90/$1,000 in value to
$13.90/$1,000 in value or $1.00 more per $1,000 in value may not seem like a large amount —

but it represents a nearly 8% increase. If this is added to Outrigger’s tax assessed value increase

201 Beachwalk Street I Hono[uljj, HI 96815
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of 14% for the corning fiscal year, Outrigger’s total APT expense would increase by more than
23% in iust one year. Embassy Suites Waikiki is even higher by 28%.

4. In addition to Outrigger’s $1.4M current APr expense, the proposed RPT rate increase would
cost Outrigger an additional SliM in RPT next year. Embassy’s portion will be an additional
179k.

5. Looking back at FY 2014/2015, the RPT was approximately $7.BM for Outrigger’s Waikiki
properties and five years later, the RPT is projected to be $12.6M in FY 2019/2020. This does not
even include the proposed APT rate increase. The $12.6M represents an increase of nearly $SM
or 67% over this period and translates into a APT compound annual growth rate (CAGR) of 13%
over this five-year period. Embassy Suites is 1M or 79% over this period.

6. To put this in perspective — top-line revenue from 2015 through 2019 forecast, shows that
Outrigger’s Waikiki properties total hotel revenue only increased by a CAGR of less than 4%,

The proposed additional tax increase would deliver a new burden not only to Outrigger, but the
hospitality industry as a whole — which already faces a number of internal and external challenges,
including, but not limited to: worldwide industry competition, natural disasters from flooding to volcano
eruptions, union strikes and an anticipated economic slowdown approaching.

The City and County of Honolulu already receives the largest cut of the county allocations from the
Transient Accommodations Tax (TAT) at 44%, which translates to an average of $45.4 million annually.
During the 2017 legislative special session — a 1% increase was added to the TAT to help fund Honolulu’s
Rail Project. These funds, derived from a tax strictly on visitor accommodations, cut into visitor dollars
they can otherwise spend at local restaurants and retail, further fueling the industry.

While the number of visitors to Hawaii has been steadily increasing, the hotel sector has not been the
sole benefactor, as more and more travelers opt to stay in alternative accommodations. There are
thousands of illegal Transient Vacation Rentals (TVR) in Hawaii that fail to pay their fair share of taxes.
We encourage the City Council to pass Bill 89(2018) and additionally to establish separate real property
tax classifications for WAs and Bed and Breakfasts. This would not only level the playing field for
accommodations — but represent millions of additional dollars for the city.

201 Beachwalk Street I Honolulu, HI 96815
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In conclusion — sustaining tourism sustains our economy. If the proposed tax hike was approved, it will
negatively affect Hawaii’s hospitality industry, our valued visitors and our kamiaina workforce. With
the cost of doing business here already at a premium, additional fees would result in reduced jobs,
employment cutback and curtailment of incentives.

As a company with deep Hawaii roots, Outrigger is proud to be a contributor to the enhancement of our
community and play a key role in the visitor industry — the state’s number-one economic driver.

Mahalo nui ba for the opportunity to offer this testimony on behalf of Outrigger Hospitality Group.

201 Beachwalk Street I HonoluLu, HI 96815
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Testimony of

Wayne Williams
Asset Alanager

1-Jyan’ Regency Waikiki

Honolulu City Council
Committee on Budget

Resolution 19-55 (Formerly Bill 14 (2019))
Determining the Real Property Tax Rates for FY 2020

Dear Chair \4anahan. Vice Chair Pine. Councilmember Formby. Councilmember Fukunaga. Councilmember
Menor. and Councilmember Tsuneyoshi:

The Hawai’i Lodging & Tourism Association—nearly 700 members strong. representing more than 50,000
hotel rooms and nearly 40,000 lodging workers, strongly opposes Resolution 19-55. which establishes the
real property tax rates to fund the budget of the City and County of Honolulu for the Fiscal Year beginning
July 1,2019.

In particular. the HLTA opposes the proposal to raise the current hotel and resort real property tax rate by
one dollar from the current $1290 per S 1,000 of assessed value to $13.90 per 51.000. Thc hotel and resort
tax rate classification is presently the highest class in the City and County of 1-lonolulu and is the only
business classification being targeted for an increase by the City Administration.

The reasons for our opposition are as follows:

high Property Values: Our economy is powered in large part by a strong visitor industr>. and year after
year we see double digit increases to our industry’s real property alues, resulting in more tax revenues being
collected. 2019’s numbers state that the industry’s taxable valuation is at $15.09 billion, an increase of over
$2 billion from 2018. This increase results in an extra $25.8 million ii collected taxes from the hotels in the
City and County of Honolulu, If we look at the past 5 years the hotel/resort class taxable valuation has
nearly doubled as it was $8.19 billion in FY 2015. This lends to an average increase of$1.7 billion annually.
Furthermore. when looking at the ten largest real property taxpayers (by amount of taxes levied) for fiscal
year 2019 six of the top ten properties are from the hotel and resort class, additionally hotel owners claim the
top two spots. As proposed by the City administration, the additional tax revenue already produced by
higher property values and an active real estate market is to be further increased by raising the tax rate for
hotels and resorts, the question remains: why isn’t the increased tax being collected by higher valuations
enough?

Economic Slowdown: Many signs have pointed to an economic slowdown over the past year as concerns
have been shared by state economists. government leaders, and visitor industry experts. This point was
amplified by a recent report by the l-lawai’i Tourism Authority that reflected our industry having the worst
February performance over the last decade. This is of concern as the month of February is typically the
strongest for hotels and sets a benchmark for the remainder of the year. Meanwhile, our 1-ILTA hotel
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members already had been experiencing a downturn for a good portion of 2018 because of the Kaua I
fioodmg. Kilauea eruption. federal government shutdown, and prolonged hotel strike. This is a direct
contradiction to the mayor’s statement (and justification for his proposed increase) that the •‘visitor industry
is going gangbusters. extremely healthy” (Honolulu Stor-Ath’ertiser, March 2. 2019 article)

State Legislature: The City and County of Honolulu receives the largest cut of the county allocations from
the transient accommodations tax at 44.1 3. which translates to an average of $45.4 million annually. These
are funds that derive from a tax that is strictly levied on visitor accommodations. This number was further
increased during the 2017 legislative special session when a 1% increase was addcd to our Transient
Accomniodations Tax to help fund Honolulu s Rail Project. In addition to otir already high transient
accommodations tax, each year legislation is proffered to further increase taxes imposed on the industry.
This year the Legislature is advancing a measure that would add the TAT to our hotels ‘“resort fee.” With
the cost of doing business for our number one economic driver constantly under fire, it is costing more and
more to travel to and stay in HawaLi.

Industry Competitiveness: The hospitality industry, which competes nationally and internationally against
lower-priced destinations, cannot continuc to pass on tax increases to our visitors while concurrently dealing
with the state’s high cost of living. While national comparisons on taxes are numerous, there is no denying’
that Hawai’i consistently ranks among thejurisdictions with the highest tax rates for lodging
accommodations. We are keenly aware of our position in the visitor market and the cost ofa I-lawai’i
vacation. Any forces that adversely affect our ability to compete. such as having to pass along higher taxes.
also impact our appeal as a visitor destination, the availability of money to invest in new hotel properties or
rcnovate existing ones. arid employment within the hospitality industry and related travel businesses, all of
which has a ripple effect across our entire economy. Small retail and restaurants attached to a hotel or resort
v.ill also be negatively impacted by this additional tax increase.

Impact on Han ai’i’s Workforce: The cost of doing business in Hawai’i is already at a point where
companies are having a difficult time turning equitable profits. The addition of increased taxes wotild
produce an extra burden on our hotels and resorts forcing them to go do ii a paih they have done a good job
at avoiding: cutting operational costs and ultimately workforce. We are aware thai the hospitality indtistrv is
the number one private sector employer in the state as well as one of the highest taxed economic sectors.
further levies would result in less jobs, employment cut backs, and curtailment of incentives. The last thing
we want to see is for our industry to turn to automation as a result of increasingly high costs of doing
business.

Transient Vacation Rentals: The state and county governments continue to struggle with a comprehensive
solution to the problem of thousands of illegal transient vacation rentals and their failure to pay their fair
share of taxes. The Legislature is again considering legislation to allow online booking services to collect
these taxes from travelers, bLit over the years they have used the argument that the counties need to come out
in front of the enforcement issue first. Our neighbor island counties have all addressed the issue of short
term rental registration. and two of which have also established separate real property tax classifications for
transient accommodations. We encourage the City Council to pass Bill 89(2018) and to additionally
establish separate real property tax classifications for TVRs and B&Bs. The uncollected money could
represent millions of additional dollars into the City’s coffers.

Cost of Business vs. Flattening/Declining Business Cycle: As owners with a significant investment in
Hawaii we are concerned that demand is waning, pace indicators are pointing to a flattening/decreasing
economic outlook ahead, with strong competition from many other compelling destination locations
impacting Hawaii travel. Conctirrent with this flattening of the demand curve, the Hotel industry on Oahu is
about to absorb the highest labor-cost increase in recent memory, due to the successes of the local Union



bargaining activity. Further, higher Insurance costs are being borne, due to insurers recouping costs of record
worldwide disaster events. Existing Property Taxes for the 2019/2020 tax year, based on assessed values
only, are already increasing an incredible 15%, with this proposal further increasing them another 7.75%.
There is a breaking point ahead on this path of escalating costs and declining margins that are not favorable
to either hotel ownerships or looming workforce reductions that will result.

Conclusion: The hospitality industry has enjoyed 7 consecutive years of record increases. We must be
mindful, however, that the hotel sector has not benefitted entirely from this growth as more and more
travelers are opting to stay at alternative accommodations. With what we have experienced last year in
manmade and natural disasters, hotel strikes, and the government shutdown we must be cognizant of the fact
that nothing can be taken for granted. In this regard, remaining cost-competitive and not viewing the visitor
industry as a source of endless wealth for government must be foremost if we are to maintain our status as a
prime destination for many years to come. Furthermore there arc thousands of individuals from every
Council District who are your constituents, who are employed by lodging and hospitality businesses that are
very dependent on their living from the visitor industry to support their families. We ask that you oppose
measures that could threaten their livelihoods and place the number one provider ofjobs in the state in
jeopardy.

Mahalo for the opportunity to offer this testimony.
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My name is Doug Sears, General Manager at the Hyatt Regency
Waikiki, and representing our 651 Associates who’s livelihoods rely
on a steady stream of visitors. As you can imagine, we are strongly
opposed to this tax for the many reasons cited in similar testimonies,
the highlights of which for us are current trends in the business falling
off indicating to us future competitive business dynamics that will
result in lack of returns that could force us to make cuts in the labor
force, obviously we’ve recently experienced unprecedented labor
cast increases that we are locked into for a number of years to come.
Coupled with the huge valuations in property assessments and
industry wide higher insurance costs, the risks are great in the

Written repercussions of this proposed tax increase.

Testimony
I think that our industry can be a source of obvious convenience for
tax revenue growth, with not enough thought put into spreading the
burden. Our industry values and our hotel values the community in
many ways. We’ve documented the thousands of dollars we
contribute in services, fundraising and volunteer time annually. At
Hyatt we’ve helped raise over a million dollars alone over the years
helping to fund our local Make A Wish children’s dreams come true.
At our Resort, we continue to dedicate ourselves to the Hawaiian
Culture with our on staff Director Ku’uipo Kumukahi, (who regrets
she cannot be here as she’s on the mainland sharing her Aloha).
This cultural program alone runs the gamut from supporting the
Kaimuki High School Hospitality Academy to several Hawaiian Civic
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Clubs and much more. My favorite is the He Mete Lahui Hawaii
where we dedicate a twice monthly musical gift to the to ‘lolani
Palace visitors with Ku’uipo singing a musical composition in the
Imprisonment Room that was written by Queen Liii’uokaiani while
imprisoned there. Chicken skin.

We care about our community, we care about our associates, we
care about our industry. We’re hoping you will care to reconsider the
untimely and targeted nature of this tax. Mahalo.

Testimony
Attachment

Accept Terms
1and Agreement
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RESORT HOTEL

Testimony of

GLENN J’ERGAK4
VICE PRESIDENT & GENERAL MANAGER

W4IKIKI RESORT HOTEL
CHAJRM4A HA WAN LODGING & TOURISMASSOCIA TION

Honolulu City Council

Resolution 19-55 (CD1/FDI): Real Property Tax Increase
Determining the Real Property Tax Rates for FY 2020

Dear Chair Kobayashi, Vice Chair Menor, and members of the Council,

Thank you for allowing me to offer testimony on behalf of Waikiki Resort Hotel — a 275 room full-
service property that employs 120+employees, and the 700 industry partners who comprise the Hawaii
Lodging & Tourism Association.

We are IN OPPOSITION to raise the current hotel and resort real property tax rate by any amount from
the current $12.90 rate which already is the highest rate in the City and County of Honolulu and is the
only business classification being targeted for an increase by the City Administration.

The reasons for opposition are as follows:

Skyrocketing Property Valuations: Since 2013, our property valuation has increased by nearly
fourfold! Waikiki Resort Hotel’s assessed value has seen double digit percent increases year after year
including a 38% increase in 2016. Last year our valuation increased by 21 percent and will increase by
another 23% in the coming year. There is no expense item in our budget that comes close to seeing
the trajectory uptick of property taxes.

Economic Slowdown: Waikiki Resort Hotel is seeing a dramatic slowdown in the number of bookings
compared to previous years validating concerns shared by state economists, government leaders, and
visitor industry experts. For nine consecutive months since july of last year, hotel occupancies
statewide have declined year over year mirroring trends recorded by our hotel. This point was
amplified by a recent report by the Hawai’i Tourism Authority that reflected our industry having the
worst February performance over the last decade. This is of concern as the month of February is
typically the strongest for hotels and sets a benchmark for the remainder of the year.

Market Competitiveness: The hospitality industry, which competes nationally and internationally
against lower-priced destinations, cannot continue to pass on tax increases to our visitors while
concurrently dealing with the state’s high cost of living. While national comparisons on taxes are
numerous, there is no denying that Hawai’i consistently ranks among the jurisdictions with the highest
tax rates for lodging accommodations. We are keenly aware of our position in the visitor market and

Waikiki Resort Hotel



the cost of a Hawai’i vacation. Any forces that adversely affect our ability to compete, such as having
to pass along higher taxes, also impact our appeal as a visitor destination, the availability of money to
invest in new hotel properties or renovate existing ones, and employment within the hospitality
industry and related travel businesses, all of which has a ripple effect across our entire economy. Small
retail and restaurants attached to a hotel or resort will also be negatively impacted by this additional
tax increase.

Impact on Hawaii’s Workforce: The cost of doing business in Hawai’i is already at a point where
companies are having a difficult time turning equitable profits. We are aware that the hospitality
industry is the number one private sector employer in the state as well as one of the highest taxed
economic sectors, further levies would result in less jobs, employment cut backs, and curtailment of
incentives.

Alternative Accommodations: The state and county governments continue to struggle with a
comprehensive solution to the problem of thousands of illegal transient vacation rentals and their
failure to pay their fair share of taxes. The Legislature is again considering legislation to allow online
booking services to collect these taxes from travelers, but over the years they have used the argument
that the counties need to come out in front of the enforcement issue first. Our neighbor island
counties have all addressed the issue of short term rental registration, and two of which have also
established separate real property tax classifications for transient accommodations. We encourage the
City Council to pass Bill 89 (2018) and to additionally establish separate real property tax classifications
for TVR5 and B&Bs. The uncollected money could represent millions of additional dollars into the City’s
coffers.

Philanthropy: Our hospitality industry has always given back to its community. We believe it to be a
responsibility. Year in and year out we’ve provided funds, supplies, and voluntary support toward
many local charitable needs. Last year our industry raised over half a million on Oahu which benefitted
130+ non-profit charity organizations on the island. Last year,Waikiki Resort Hotel raised $25,000 for
Charity which is a considerable sum for an organization the size of ours.

Conclusion: Although we’ve enjoyed 7 consecutive years of record increases, we must be mindful,
that the hotel sector has not benefitted entirely from this growth as more and more travelers are
opting to stay at alternative accommodations. With what we have experienced last year in manmade
and natural disasters, hotel strikes, and the government shutdown we must be cognizant of the fact
that nothing can be taken for granted. In this regard, remaining cost-competitive and not viewing the
visitor industry as a source of endless wealth for government must be foremost if we are to maintain
our status as a prime destination for many years to come. Furthermore there are thousands of
individuals from every Council District who are your constituents, who are employed by lodging and
hospitality businesses that are very dependent on their living from the visitor industry to support their
families. We ask that you oppose measures that could threaten their livelihoods and place the number
one provider of jobs in the state at risk.

Mahalo for the opportunity to offer this testimony.



HAWAII LODGING & TOURISM

ASSOC AT ION

Testimony of

Mu/I Hannemann
President & CEO

Hawai ‘i Lodging & Tourism Association

Honolulu City Council

Resolution 19-55 (Formerly Bill 14 (2019))
Determining the Real Property Tax Rates for FY 2020

Dear Chair Kobayashi and members of the Honolulu City Council:

The Hawai’i Lodging & Tourism Association—nearly 700 members strong, representing more than 50,000
hotel rooms and nearly 40,000 lodging workers, opposes Resolution 19-55, which establishes the real
property tax rates to fund the budget of the City and County of Honolulu for the Fiscal Year beginning July
1,2019.

The HLTA opposes both the CD1 and FD1 proposals which seek to raise the current hotel and resort real
property tax rate by $0.50 per $1,000 and $0.75 per $1,000 respectively, and we strongly believe that there
should be no increase to the RPT rate. The hotel and resort tax rate classification is presently the highest
class in the City and County of Honolulu and is the only business classification being targeted for an increase
by the City Administration.

The reasons for our opposition are as follows:

A) Government Spending: The administration should look at cutting spending internally before taxing
externally. Rather than expanding government services by creating new agencies and public sectorjobs
which would not only require startup funds but ongoing operational costs, the priority should be streamlining
government. The City can look at tapping the wealth of expertise and experience of long-time City
employees and retirees to bring their ideas to the fore. Vacant funded positions should be trimmed, and there
are undoubtedly other programs and services that can be evaluated to improve efficiency and effectiveness
without raising taxes. A prime example of this growth in government is portrayed between fiscal years 2015
—2018 where the administration added over 300 positions to the payroll. The operating budget the year
before the Caldwell administration took office was $1953 billion, 7 years later it has grown by nearly a
billion dollars. Also should there really be $15 million added to a special reserve fund at a time when the
administration is proposing to raise taxes and fees to balance its budget?

B) Economic Slowdown: Many signs have pointed to an economic slowdown over the past year as concerns
have been shared by state economists, government leaders, and visitor industry experts. This point was
amplified by a recent report by the Hawai’i Tourism Authority that reflected our industry having the worst
February performance over the last decade. This is of concern as the month of February is typically the
strongest for hotels and sets a benchmark for the remainder of the year. Meanwhile, our HLTA hotel-
members already had been experiencing a downturn for a good portion of 2018 because of the Kaua’i
flooding, Kilauea eruption, federal government shutdown, and prolonged hotel strike. This is a direct
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contradiction to the mayor’s statement (and justification for his proposed increase) that the “visitor industry
is going gangbusters, ... extremely healthy” (Honolulu Star-Advertiser, Match 2,2019 article)

C) High Property Values: Our economy is powered in large part by a strong visitor industry, and year after
year we see double digit increases to our industry’s real property values, resulting in more tax dollars being
collected. 20 19’s numbers state that the industry’s taxable valuation is at $15.09 billion, an increase of over
$2 billion from 2018. This increase results in an extra $25.8 million in collected taxes from the hotels in the
City and County of Honolulu. Ifwe look at the past 5 years the hotel/resort class taxable valuation has
nearly doubled as it was $8.19 billion in FY 2015. This lends to an average increase of$l.7 billion
annually, Furthermore, when looking at the ten largest real property taxpayers (by amount of taxes levied)
for fiscal year 2019 six of the top ten properties are from the hotel and resort class, additionally hotel owners
claim the top two spots. As proposed by the City administration, the additional tax revenue already produced
by higher property values and an active real estate market is to be further increased by raising the tax rate for
hotels and resorts, the question remains: why isn’t the increased tax being collected by higher valuations
enough?

D) Slate Legislature: The City and County of Honolulu receives the largest cut of the county allocations
from the transient accommodations tax at 441%, which translates to an average ofS45.4 million
annually. These are funds that derive from a tax that is strictly levied on visitor acconimodations. This
number was further increased during the 2017 legislative special session when a 1% increase was added to
our Transient Accommodations Tax to help hind Honolulu’s Rail Project. In addition to our already high
transient accommodations tax, each year legislation is proffered to further increase taxes imposed on the
industry. This year the Legislature is advancing a measure that would add the TAT to our hotels’ “resort
fee.” With the cost of doing business for our number one economic driver constantly under fire, it is costing
more and more for visitors to travel to and stay in Hawai’i.

F) Industr Competitiveness: The hospitality industry, which competes nationally and internationally
against lower-priced destinations, cannot continue to pass on tax increases to our visitors while concurrently
dealing with the state’s high cost of living. While national comparisons on taxes are numerous, there is no
denying that I-Iawai’i consistently ranks among the jurisdictions with the highest tax rates for lodging
accommodations. We are keenly aware of our position in the visitor market and the cost of a Kawai’i
vacation. Any forces that adversely affect our ability to compete, such as having to pass along higher taxes,
also impact our appeal as a visitor destination, the availability of money to invest in new hotel properties or
renovate existing ones, and employment within the hospitality industry and related travel businesses, all of
which has a ripple effect across our entire economy. Small retail and restaurants attached to a hotel or resort
will also be negatively impacted by this additional tax increase.

F) Impact on llawai’i’s Workforce: The cost of doing business in Hawai’i is already at a point where
companies are having a difficult time turning equitable profits. The addition of increased taxes would
produce an extra burden on our hotels and resorts forcing them to go down a path they have done a good job
at avoiding: cutting operational costs and ultimately the workforce. We are aware that the hospitality
industry is the number one private sector employer in the state as well as one of the highest taxed economic
sectors- increased taxes would result in less jobs, employment cut hacks, and curtailment of incentives, The
last thing we want to see is for our industry to turn to automation as a result of increasingly high costs of
doing business.

G) Transient Vacation Rentals: The state and county governments continue to struggle with a
comprehensive solution to the problem of thousands of illegal transient vacation rentals and their failure to
pay their fair share of taxes. Our neighbor island counties have all started to address the issue of short term
rental registration, and two of which have also established separate real property tax classifications for
alternative accommodations. We are pleased that the City Council is now poised to pass meaningful



legislation to combat illegal transient vacation rentals .We urge the passage of Bill 89(2018) and to
additionally establish separate real property tax classifications for TVRs and B&Bs. The uncollected money
could bring millions of additional dollars into the City’s coffers.

H) Industry Support for the Community: There is the misconception that the visitor industry exists to
benefit offshore investment companies. However, not only is the industry the number one private sector
employer in the state but it is a generous supporter of local community charities. Individual businesses
donate money, goods, and services to worthy causes, while the Hawai’i Lodging & Tourism Association,
through its foundation, raises over $2.5 million a year exclusively for local non-profit organizations, grants
over $50,000 a year in scholarships to public school seniors and thousands of dollars more in scholarships to
college students, and has donated over $2 million during the past five years for homeless services on Oahu
alone. These efforts, especially in Waikiki, have demonstrated how the visitor industry has helped the City
and County immensely in tackling homelessness. And in one of our latest initiatives with the Hawaii
Tourism Authority, we are working together to provide public school graduates, a 4-year college tuition
scholarship to study arid pursue a career in hospitality.

Furthermore, the Havaii Tourism Authority is a generous supporter of the City & County of Honolulu’s
myriad requests for assistance. To name a few: there is the $300,000 contribution towards newly installed
cameras in Waikiki. up to $500,000 for the mayor’s request to host the US Conference of Mayor’s Summer
Meeting in Honolulu, and HTA has allocated millions of dollars for sports, arts, culinary and culturally
related events to be held on Oahu.

Conclusion: The hospitality industry has enjoyed 7 consecutive years of record increases. We must be
mindful, however, that the hotel sector has not benefitted entirely from this growth as more and more
travelers are opting to stay at alternative accommodations. With what we have experienced last year in
manmade and natural disasters, hotel strikes, and the government shutdown we must be cognizant of the fact
that nothing can be taken for granted. In this regard, remaining cost-competitive and not viewing the visitor
industry as a source of endless wealth for government must be foremost if we are to maintain our status as a
prime destination for many years to come. Furthermore there are thousands of individuals from every
Council District who are your constituents, who are employed by lodging and hospitality businesses that are
very dependent on their living from the visitor industry to support their families. We ask that you oppose
measures that could threaten their livelihoods and place the number one provider ofjobs in the state in
jeopardy.

Mahalo for the opportunity to offer this testimony.
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Sue AIcIen,R Aloha Chair Kobayashi and City Council Members,
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Trevor W, Bern,, B The Honolulu Board of REAITORS (HBR) supports Resolution 19-55 which
ABRAIIWD,e-PRO,GRI, SF8 establishes the real property tax rates for fiscal year 2019/2020. While we
KeijaulaniBreault, R understand that these rates are only proposed until the budget is finalized, we
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undoubtedly add to their burden and the cost of rental housing.
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Testimony by Suzanne Young, CEO
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Regarding Resolution 19-55 — Determining the Real Property Tax Rates for the City &
County of Honolulu for FY 2019/2020

Honolulu City Council
Wednesday, April 17, 2019

Honolulu Hale
Page two

Most at risk of this tax classification are property owners who utilize rental
income to offset Oahu’s high cost of living. These include our aging
population, their ohana who have owned older Oahu homes for generations,
and rental units in urban areas with rising property values due to
renovations. While we believe the two-tiered rates identified in the
resolution are reasonable today, these families may be the “unintended
consequence” of the Residential A property tax rates in the future. Families
need continuity in their property costs and any increase in the Residential A
property tax will be absorbed by owners or passed on to renters. It those
costs are too prohibitive, then property owners will sell. And that means a
loss of rental units on the island.

Please do not deviate from the proposed rates in Resolution 19-55. Mahalo
for your consideration.
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Agenda Item Resolution 19-55
Your position on
the matter Oppose

Representing Organization

Organization Hyatt Regency Waikiki Resort and Spa
Do you wish to
speak at the Yes
hearing?

I represent Pualeilani Shops at the Hyatt Regency Waikiki. Here
there are over 94,000 square feet of retail space and 450 associates
employed at more than 60 shops, restaurants and offices. This does
not include the over 650 associates working in our resort. Waikiki has
1.7 million square feet of retail inventory in the market. While there
are no separate tallies on the number of people employed in Waikiki,
on Oahu it represents 25% of the population.
Retailers and local shop owners here depend on the health of our
visitor industry. They are heavily impacted by costs related to
accommodations and meals. Any tax that puts a disproportionate
burden on hotels and resorts will impact the viability of retail stores

Written that survive on slim profits in a highly competitive market. Hawaii is
Testimony not immune to retail closures as many big box, soft goods and

electronic stores have already succumbed to the challenges of the
new consumer shopping paradigm. Recent statistics show that
overall average daily spending is down -2.4% to $199 per person
compared to a year ago. U.S. West visitor spending shows average
daily spending dropped to $182 per person or -2.4%. For Japan
visitors, spending is down to $238 per person or -4.4%. When
considering the cost of travel to HawaB, how much more cost can be
absorbed by our visitors? Visitor discretionary spending continues to
shrink further impacting shops, restaurants and entertainment
venues, For these reasons we oppose Resolution 19-55 and ask that
no further taxes be levied on hotels and resorts.
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Testimony of

Debi Bishop
Managing Director

Hilton Hawaiian Village

Honolulu City Council

Resolution 19-55 (Formerly Bill 14 (2019))
Determining the Real Property Tax Rates for FY 2020

Dear Chair Kobayashi, Vice Chair Menor, and Honorable Members of the Honolulu City Council:

Hilton Hawaiian Village strongly opposes Resolution l955 in its current form, which would establish
updated real property tax rates to fund the budgeL of the City and County of Honolulu for the Fiscal Year
(FY) beginning July 1,2019.

More specifically, we oppose both drafts under consideration—one seeking a $0.50 per $1,000 increase
(CD 1), and another seeking a $0.75 per $1,000 increase (FD1) and firmly believe there should be no
increases to the hotel/resort classification. The hotel and resort tax rate classification is presently the highest
class in the City and County of Honolulu and is the only business classification being identified for an
increase.”

High Property Values: Our economy is powered in large part by a strong visitor industry, and year after
year we see double digit increases to our industry’s real property values, resulting in more tax revenues being
collected. 2019’s numbers sLate that the industry’s taxable valuation is at $15.09 billion, an increase of over
$2 billion from 2018. This increase results in an extra $25.8 million in collected taxes from the hotels in the
City and County of Honolulu. If we look at the past 5 years, the hotel/resort class taxable valuation has
nearly doubled, as it was $8.19 billion in FY 2015. This lends to an average increase of $1.7 billion
annually. Furthermore, when looking at the ten largest real property taxpayers (by amount of taxes levied)
for FY 2019, six of the top ten properties are from the hotel and resort class; additionally, hotel owners
claim the top two spots. As proposed by the City administration, the additional tax revenue already produced
by these higher property values and an active real estate market is to be further increased by raising the tax
rate for hotels and resorts. Therefore, an important question exists: why is the increased tax being collected
by higher valuations not enough?
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State Legislature: The City and County of Honolulu receives the largest cut of the county allocations from
the transient accommodations tax at 44.1%, which translates to an approximate average of $45.4 million
annually. These are funds that derive from a tax that is strictly levied on visitor accommodations. This
number was further increased during the 2017 legislative special session when a 1% increase was added to
our Transient Accommodations Tax to help fund Honolulu’s Rail Project. In addition to our already high
transient accommodations tax, legislation is regularly proffered to further increase taxes imposed on the
hospitality industry. With our number one economic driver—tourism-—constantly under the microscope as a
potential funding entity, it is consequently costing more and more for visitors to travel to and stay in Hawai’i.

Industry Competitiveness: The hospitality industry, which competes nationally and internationally against
lower-priced destinations, cannot cOntinue to pass on tax increases to our visitors while concurrently dealing
with the state’s high cost of operating. While national comparisons on taxes are numerous, there is no
denying that Hawai’i consistently ranks among the jurisdictions with the highest tax rates for lodging
accommodations. We are keenly aware of our position in the visitor market and the cost of a Hawai ‘i
vacation. Any forces that adversely affect our ability to compcte, such as having to pass along higher taxes,
also impact our appeal as a visitor destination and the availability of money to invest in our existing and new
hotel properties or renovate existing ones, all of which has a ripple effect across our entire economy. Small
retail and restaurants attached to a hotel or resort will also be negatively impacted by this additional tax
increase.

Transient Vacation Rentals: The state and county governments continue to work toward the creation of a
comprehensive regulatory framework for vacation rentals—one that would legitimize certain rentals and hold
them accountable for owed taxes, while eliminating the problems our communities face from the thousands
of illegal vacation rentals that have proliferated in recent years. Accordingly, we encourage the City Council
to pass Bill 89 with the added hosting plaftorm data transparency and accountability standards our industry
has suggested, to ensure appropriate enforcement of the law and the realization of millions of additional
dollars in legitimate vacation rental taxation for the City’s coffers.

Tax Rate Increase Impacts: An increase, particularly of this magnitude, in our property taxes is a major
concern that would require reassessment of the level of future capital invested in Honolulu and could
jeopardize future expansion plans for the Hilton Hawaiian Village, which could negatively impact new job
creation and further tax revenues. In addition, the proposed property tax rate increase could affect our
desired ability to continue supporting our community in the innumerable charitable endeavours,
sponsorships, and other community events and affairs we undertake, including our weekly fireworks displays
and other cultural activities and entertainment.

Conclusion: Remaining cost-competitive is imperative for Honolulu’s tourism industry, therefore we
implore the City Council not to view local hotels and resorts as a perennial funding entity. This is critical if
we are to maintain our status as a prime destination for many years to come.

Mahalo for the opportunity to offer this testimony.
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